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Wages, Benefits and Overtime Compensation: A. Holidays, Leave, 
Legal Benefits and Bonuses  
 
WBOT.5 Employers shall provide all legally mandated holidays, leave, benefits and bonuses, such 
as official holidays, annual leave, sick leave, severance payments and 13th month payments, to all 
eligible workers within legally defined time periods. In addition, all leave and bonuses shall be 
calculated correctly. (S)  
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: 60 out of 140 migrant workers are enrolled in 
comprehensive social insurance for migrant employees which only covers 
work injury, medical and pension insurances; 50 out of 140 migrant 
workers are enrolled in accidental work injury insurance; 1 out of 140 
employee participates in all 5 kinds of social insurance; 1 out of 140 
employee participates in 4 kinds of social insurances: pension, 
unemployment, medical and child-bearing; 7 out of 140 workers' social 
insurance are paid by the village committee rather than factory. Sources: 
Documentation review / Management interview Law: Art. 72 of PRC Labor 
Law (Chapter 9 Social Security and Benefit): Management and employees 
must participate in social insurance programs. Art.73 PRC Labor Law: 
Workers shall be provided with social insurance benefits under the 
following circumstances: a) retirement; b) illness; c) disability caused by 
work-related injury or occupational disease; d) unemployment and e) child 
bearing. Art. 73 of PRC Labor Law (Chapter 9 Social Insurance and 
Welfare): Social insurance contribution shall be fulfilled in full and in time. 
Root cause: Some migrant workers give up social security voluntarily. For 
the factory, the turnover rate of the workforce is rather high, labor 
contracts have little restriction on employees' resignation. Factory cannot 
afford the loss of the monthly insurance payment if the worker leaves the 
factory in a short time. Therefore, factory first enrolled some long-term 
employees in social security. 
Plan Of Action: H&M requires the factory to comply with local legal requirements for 
participation in social and accident insurance schemes. We will address this 
issue to the factory, and encourage them to make a plan of fulfilling the 
legal requirements step by step. 
Deadline Date:  12/30/2008 
Supplier CAP: We have 138 employees at present. 67 employees are covered by social 
insurance, 50 employees are covered by commercial insurance. The left 
are new staff, for whom commercial insurance (a kind of insurance 
covering occupational injury, which a factory can buy for its workers 
through a insurance company) is in process. Since the fluidity of workers is 
large, factory decided to buy commerce insurance for workers after they 
stay in factory for two months, and buy social insurance for the workers 
who have attended commercial insurance steadily for one year. 
Supplier CAP Date:  12/30/2008 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
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Action Verified Date:  
Comments:    
  
Wages, Benefits and Overtime Compensation: B. Minimum Wage  
 
WBOT.2 Employers shall pay workers at least the legal minimum wage or the prevailing industry 
wage, whichever is higher. (S) 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: 3% of employees were not paid at least the minimum 
wage for May; 3.5% of employees were not paid at least the minimum 
wage for June; 34% employees were not paid at least the minimum wage 
for July; 14% employees were not paid at least the minimum wage for 
August. Sources: Documentation review / Management interview Law: Art. 
48 of PRC Labor Law (Chapter 5 Wages and Salaries): Employer shall pay 
workers wages no lower than government established minimum. Article 12 
of Regulation for Minimum Wage: Providing that an employee had worked 
normally, the payment he could get should be no less than minimum wage 
except for the following items: a) overtime payment; b) special allowance 
for middle shift, night shift, working under high temperature, low 
temperature, mine or toxic environment; c) other benefit regulated by law 
and regulations. Root cause: Factory manager thinks that overtime 
payment problem cannot be corrected in a short time. Overtime is 
inevitable for the labor intensive industry. Factories cannot make the 
delivery date without overtime. If the factory pays overtime compensation 
strictly according to PRC labor law, it is hard for factory to survive. In 
nowadays circumstances, other factories pay overtime compensation 
illegally. If ***Factory Name*** were the only factory to pay overtime 
correctly, its cost would increase and then ***Factory Name*** would lose 
its competitive power and go bankrupt in the end. Also factory manager 
expressed that it is not fair to those efficient workers if some workers are 
paid the minimum wage while they cannot make the correspondent quota. 
Plan Of Action: H&M is first and foremost interested in being shown the true situation in 
the factory and requires the factory to provide correct attendance records 
and salary lists at all times. H&M requires that workers should be ensured 
minimum wages for normal working hours and that all overtime should be 
voluntary and compensated according to the law. We have requested the 
factory to provide us with a remediation plan on how to, in a sustainable 
manner, ensure correct compensation for all working hours. 
Deadline Date: 11/27/2009 
Supplier CAP: First, we have guaranteed each workers to be paid no less than local 
minimum wage for normal working hours. Second, we are adjusting our 
wage system now, that is, we are planning to pay 1.2 times of normal 
wages for OT hours within one year. 
Supplier CAP Date:  11/27/2009 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
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Comments:    
  
Wages, Benefits and Overtime Compensation: I. Premium/Overtime 
Compensation  
 
WBOT.10 The factory shall comply with all applicable laws, regulations and procedures governing 
the payment of premium rates for work on holidays, rest days, and overtime. (S) 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: Factory does not pay workers overtime compensation. 
Factory pays 100% of regular wage for weekends and regular overtime. 
Sources: Documentation review / Management interview Law: Art. 44.1 of 
PRC Labor Law: The employer shall pay workers no less than 150 % of 
their regular wages if they are required to work overtime. Art. 44. 2 of PRC 
Labor Law : Payment of wages to laborers should be no less than 200% of 
the normal wage if the employees are required to work on a day of rest 
and no deferred rest can be taken. Art. 44.3 of PRC Labor Law: Payment to 
workers should be no less than 300% of the normal wage if they are 
required to work during a legal holiday. Root cause: Factory manager 
thinks that overtime payment problem cannot be corrected in a short time. 
Overtime is inevitable for the labor intensive industry. Factories cannot 
make the delivery date without overtime. If the factory pays overtime 
compensation strictly according to PRC labor law, it is hard for factory to 
survive. In nowadays circumstances, other factories pay overtime 
compensation illegally. If ***Factory Name*** were the only factory to 
pay overtime correctly, its cost would increase and then ***Factory 
Name*** would lose its competitive power and go bankrupt in the end. 
Also factory manager expressed that it is not fair to those efficient workers 
if some workers are paid the minimum wage while they cannot make the 
correspondent quota. 
Plan Of Action: H&M is first and foremost interested in being shown the true situation in 
the factory and requires the factory to provide correct attendance records 
and salary lists at all times. H&M requires that workers should be ensured 
minimum wages for normal working hours and that all overtime should be 
voluntary and compensated according to the law. We have requested the 
factory to provide us with a remediation plan on how to, in a sustainable 
manner, ensure correct compensation for all working hours. 
Deadline Date: 11/30/2010 
Supplier CAP: At the moment, we are adjusting the payment. We planned to pay 1.2 
times of normal wages for OT hours within one year, then up to 1.5 times 
within one and half year, and finally achieve 2 times as per the legal 
standard in two years. 
Supplier CAP Date:  11/30/2010 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:    
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Freedom of Association: B. Right to Freely Associate  
 
FOA.2 Workers, without distinction whatsoever, shall have the right to establish and, subject only 
to the rules of the organization concerned, to join organizations of their own choosing without 
previous authorization. The right to freedom of association begins at the time that a worker seeks 
employment, and continues through the course of employment, including eventual termination of 
employment, and is applicable as well to unemployed and retired workers. (S) 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: Workers have no right to freely associate in China. As per 
worker interview, workers have no knowledge of their right to freely 
associate. They have never participated in any kind of union election. The 
union representatives were designated by the factory management. The 
union representatives cannot properly represent workers' opinions at the 
factory level. Sources: Worker interview / Management interview Law: Art. 
7 of PRC Labor Law: Laborers have the right to participate in and organize 
trade unions. Unions represent and safeguard the legal interests of 
workers and proceed with activities independently. Root cause: The 
Chinese constitution guarantees Freedom of Association (FOA); however, 
the Trade Union Act prevents the establishment of trade unions 
independent of the sole official trade union - the All China Federation of 
Trade Unions (ACFTU). According to the ILO, many provisions of the Trade 
Union Act are contrary to the fundamental principles of FOA, including the 
non-recognition of the right to strike. As a consequence, all factories in 
China fall short of the ILO standards on the right to organize and bargain 
collectively. However, the government has introduced new regulations that 
could improve the functioning of the labor relations mechanisms. The 
Amended Trade Union Act of Oct. 2001 stipulates that union committees 
have to be democratically elected at members' assemblies and trade 
unions must be accountable to their members. The trade union has the 
responsibility to consult with management on key issues of importance to 
their members and to sign collective agreements. Trade unions also have 
an enhanced role in dispute resolution. In Dec. 2003, the Collective 
Contracts Decree introduced the obligation for representative trade unions 
and employers to negotiate collective agreements, in contrast to the 
previous system of non-negotiated administrative agreements. 
Plan Of Action: The workers should be free to form associations of their own choosing and 
to bargain collectively. We don't accept any disciplinary actions from the 
factory against workers who choose to peacefully and lawfully organize or 
join an association. We have required the factory set up a policy and 
clearly communicate it to all workers. In addition, during our audits we put 
effort on building effective communication channels between workers and 
management. 
Deadline Date: 12/31/2009 
Supplier CAP: At the beginning, the factory didn't know about the labor union clearly. 
Now we have learned more about it. Via communication with the head 
Labor Union, we will inform workers about this issue clearly and let them 
elect chairman and worker representatives in next election, so that 
workers can have rights to associate and communicate with factory 
management freely. 
Supplier CAP Date:  12/31/2009 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
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Action Verified Text:  
Action Verified Date:  
Comments:    
  
Freedom of Association: E. Employer Interference/Constitution, 
Elections, Administration, Activities and Programs  
 
FOA.5 Employers shall not interfere with the right of workers to draw up their constitutions and 
rules, to elect their representatives in full freedom, to organize their administration and activities 
and to formulate their programs. (S)  
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: The trade union was established under the request of 
***NAME OF UNION***. The union representatives were designated by 
the factory management. Sources: Worker interview / Management 
interview Law: N/A Root cause: The Chinese constitution guarantees 
Freedom of Association (FOA); however, the Trade Union Act prevents the 
establishment of trade unions independent of the sole official trade union - 
the All China Federation of Trade Unions (ACFTU). According to the ILO, 
many provisions of the Trade Union Act are contrary to the fundamental 
principles of FOA, including the non-recognition of the right to strike. As a 
consequence, all factories in China fall short of the ILO standards on the 
right to organize and bargain collectively. However, the government has 
introduced new regulations that could improve the functioning of the labor 
relations mechanisms. The Amended Trade Union Act of Oct. 2001 
stipulates that union committees have to be democratically elected at 
members' assemblies and trade unions must be accountable to their 
members. The trade union has the responsibility to consult with 
management on key issues of importance to their members and to sign 
collective agreements. Trade unions also have an enhanced role in dispute 
resolution. In Dec. 2003, the Collective Contracts Decree introduced the 
obligation for representative trade unions and employers to negotiate 
collective agreements, in contrast to the previous system of non-
negotiated administrative agreements. 
Plan Of Action: The workers should be free to form associations of their own choosing and 
to bargain collectively. If there is a trade union, its representatives should 
be elected by of workers' own will. We don't accept any disciplinary actions 
from the factory against workers who choose to peacefully and lawfully 
organize or join an association. We have required the factory make 
corrective action. In addition, during our audits we put effort on building 
effective communication channels between workers and management. 
Deadline Date: 12/31/2009 
Supplier CAP: At the beginning, the factory didn't know about the labor union clearly. 
Now we have learned more about it. Via communication with the head 
Labor Union, we will inform workers about this issue clearly and let them 
elect chairman and worker representatives in next election, so that 
workers can have rights to associate and communicate with factory 
management freely. 
Supplier CAP Date:  12/31/2009 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
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Action Verified Text:  
Action Verified Date:  
Comments:    
  
Freedom of Association: ZB. Other - Freedom of Association and 
Collective Bargaining  
 Other 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: Factory has not established a written policy on freedom of 
association. Sources: Documentation review / Management interview Law: 
N/A Root cause: None 
Plan Of Action: The workers should be free to form associations of their own choosing and 
to bargain collectively. We don't accept any disciplinary actions from the 
factory against workers who choose to peacefully and lawfully organize or 
join an association. We have required the factory set up a policy and 
clearly communicate it to all workers. In addition, during our audits we put 
effort on building effective communication channels between workers and 
management. 
Deadline Date: 12/31/2009 
Supplier CAP: We will set up a policy. Furthermore, we will inform workers of this issue 
clearly and let them elect chairman and worker representatives in next 
election of our Labor Union, so that workers can have rights to associate 
and communicate with factory management freely. 
Supplier CAP Date:  12/31/2009 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:    
  
Harassment or Abuse: B. Discipline/Progressive Discipline  
 
H&A.2 Employers shall have a written system of progressive discipline (e.g., a system of 
maintaining discipline through the application of escalating disciplinary action moving, for instance, 
from verbal warnings to written warnings to suspension and finally to termination). Any exceptions 
to this system (e.g., immediate termination for gross misconduct, such as theft or assault) shall 
also be in writing and clearly communicated to workers. (P) 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: Factory does not have progressive disciplinary procedure. 
Sources: Documentation review / Management interview Law: N/A Root 
cause: None 
440015830G‐China: H&M 
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Plan Of Action: H&M requires the factory to inform all workers about their legal rights and 
responsibilities. This training should be verbal, but factory should also 
provide workers with a handbook where workers can read clearly about 
these issues. We encourage the factory to create a clear policy and 
procedures related to discipline. This should include all disciplinary 
procedures as well as the procedure of appealing against disciplinary 
actions taken. Under no circumstances do we accept that our suppliers or 
their subcontractors use corporal punishment or other forms of mental or 
physical disciplinary actions. Records of disciplinary actions should be kept 
in the factory for review. 
Deadline Date: 12/30/2008 
Supplier CAP: Factory will improve step by step. We have set up a policy and regulation 
and will provide appropriate training and practice for managers and 
supervisors, and will keep records for every disciplinary action so that both 
workers and management can keep track of it. 
Supplier CAP Date:  12/30/2008 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:    
  
Harassment or Abuse: G. Discipline/Training of Management  
 
H&A.7 Employers shall ensure managers and supervisors are fully familiar with the factory 
disciplinary system and trained in applying appropriate disciplinary practices. (P) 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: Facility fails to provide training to managers and 
supervisors on applying appropriate disciplinary practices. Sources: 
Documentation review / Management interview Law: N/A Root cause: 
None 
Plan Of Action: H&M requires the factory inform all employees about their legal rights and 
responsibilities. We encourage the factory to create a clear policy and 
procedures related to discipline and include these in the training given to 
all levels of the factory. Under no circumstances do we accept that our 
suppliers or their subcontractors use corporal punishment or other forms of 
mental or physical disciplinary actions. 
Deadline Date: 12/30/2008 
Supplier CAP: Factory will improve step by step. We will provide appropriate training and 
practice for managers and supervisors, and will keep records for every 
disciplinary action so that both workers and management can keep track of 
it. 
Supplier CAP Date:  12/30/2008 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
440015830G‐China: H&M 
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Action Verified Date:  
Comments:    
  
Child Labor: F. Employment of Young Workers  
 
CL.6 Employers shall comply with all relevant laws that apply to young workers (i.e., those 
between the minimum working age and the age of 18) including regulations relating to hiring, 
working conditions, types of work, hours of work, proof of age documentation, and overtime. (P) 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: Juvenile workers are not registered under labor bureau. 
Sources: Documentation review / Management interview Law: Art. 9 of 
Regulations on Special Protection of Juvenile Workers: Employment of 
juvenile workers should be under registration. Art. 65 of PRC Labor Law: 
Employer shall carry out regular physical examinations for juvenile 
workers. Art.6 of Regulations on Special Protection of Juvenile Workers as 
required by follows:(1) Before recruitment; (2) after working for one year; 
(3) an employee just over 18 shall take physical examination if it has been 
more than 6 months since last physical examination. Root cause: Factory 
management did not know juveniles should be registered under local labor 
bureau. Local labor bureau did not inform factory about that regulation. 
Plan Of Action: We require the factory to follow all relevant laws concerning protection of 
juvenile workers. We encourage the factory to write a policy and create 
procedures on how to meet legal requirements regarding juvenile workers, 
including proper and timely physical examinations and registrations, 
working hours and suitable workstations. 
Deadline Date: 12/15/2008 
Supplier CAP: The only juvenile worker has been registered in ***Labor Bureau***. We 
have set up a system for handling juvenile workers. If we engage juvenile 
workers in future, we will register in time, and keep the record. Also we 
will arrange free physical check-up for them before they start to work. 
Such check-up will be arranged once a year until they turn 18. Then their 
records (including their application records, ID information, physical check-
up reports, contracts, and personnel records) will be kept separately from 
other workers. Furthermore, when assigning their work, hazardous 
positions such as cutting, gluing, and polishing are prevented from them, 
and their OT hours will be controlled. At last, our HR dept. would monitor 
their actual working condition and take corrective action in time if any of 
the above regulations is not followed. 
Supplier CAP Date:  12/15/2008 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:  
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Non-Discrimination: C. Recruitment and Employment Practices (Job 
Advertisements, Job Descriptions, Evaluation Policies)  
 
D.3 Recruitment and employment policies and practices, including job advertisements, job 
descriptions, and performance/job evaluation policies and practices shall be free from any type of 
discriminatory bias. (S) 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: Factory sets age and gender discrimination in the job 
advertisement. Sources: Documentation review / Management interview 
Law: Art. 12 of PRC Labor Law: Laborers shall not be discriminated against 
in employment due to their nationality, race, gender or religious belief. 
Root cause: Factory manager expressed that with many years of 
experience in the business, he knows which positions are suitable for 
females and which are suitable for males. Considering protection for 
female workers, factory sets gender limitation when hiring cutting worker. 
Considering job positions which need good eyesight, factory sets age 
limitation when hiring workers. However, factory manager also expressed 
that factory accepts applicants that exceed the limitations if they are 
competent for the position. 
Plan Of Action: H&M does not accept any form of discrimination. We have required the 
factory to stop this practice immediately. 
Deadline Date: 10/15/2008 
Supplier CAP: According to relevant laws and regulations, we have adjusted the job 
advertisement and cancelled the items that have age and gender 
discrimination. 
Supplier CAP Date:  10/15/2008 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:    
  
Non-Discrimination: O. Other - Non-Discrimination  
 Other 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: Factory has not established a written policy on non-
discrimination. Sources: Documentation review / Management interview 
Law: N/A Root cause: None 
Plan Of Action: H&M requires all factories to develop internal regulations in line with our 
Code of Conduct and local legislation and clearly communicate these to all 
workers and management in the factory. These should include policies 
against discrimination. We also encourage the factory to collect and 
440015830G‐China: H&M 
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maintain an updated set of relevant local laws and regulations, publish 
policies openly and provide relevant training for all levels in the factory. 
Deadline Date:  10/14/2008 
Supplier CAP: We have established a written policy on non-discrimination and posted it 
on the notice board. 
Supplier CAP Date:  10/14/2008 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:    
  
Miscellaneous: A. Code Awareness  
 
GEN.2 Ensure that all Company factories as well as contractors and suppliers inform their 
employees about the workplace standards orally and through the posting of standards in a 
prominent place (in the local languages spoken by employees and managers) and undertake other 
efforts to educate employees about the standards on a regular basis. 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: 1. H&M Code of Conduct is not posted in the factory 
compound. 2. H&M fails to provide training on Code elements to workers in 
the factory. Sources: Documentation review / Management interview / 
Worker interview / Factory walkthrough Law: N/A Root cause: None 
Plan Of Action: All suppliers are informed of our Code of Conduct both through individual 
meetings with our CoC Department and through workshops. Generally 
H&M do not require our Code of Conduct be posted in the factory. Instead 
we encourage the factories to develop internal regulations in line with our 
Code of Conduct and local legislation and to clearly communicate these to 
all workers through trainings, distributing handbooks or posting on the 
notice boards, etc. 
Deadline Date:  04/30/2009 
Supplier CAP: Factory has set up rules and regulations according to HM requirements and 
local law, and will communicate them to workers by briefing to new 
employees and publicizing related information in future. 
Supplier CAP Date:  04/30/2009 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:   
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Miscellaneous: A. Code Awareness 
 
GEN.3 Develop a secure communications channel, in a manner appropriate to the culture and 
situation, to enable Company employees and employees of contractors and suppliers to report to 
the Company on noncompliance with the workplace standards, with security that they shall not be 
punished or prejudiced for doing so. 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: H&M fails to develop a secure communication channel in 
the factory to enable its suppliers' employees to report to it on 
noncompliance. Sources: Factory walkthrough / Management interview 
Law: N/A Root cause: According to the management, H&M has sent 
noncompliance reporting email to factory, however, factory did not post it 
because factory did not know this email was for workers raising concerns 
and most of the workers do not know how to send emails. 
Plan Of Action: During our audits and discussions with the factory, we primarily encourage 
the management to develop and deepen the factory's own confidential 
grievance system. We support the factory in building a dialogue system 
within the factory in order to have a forum for the workers to communicate 
grievances to the management. During our audits, we regularly check the 
function of these systems. Furthermore, worker interviews are conducted 
as a part of all H&M audits. During these confidential, one-to-one 
interviews, our contact information is provided to the workers to enable 
them to contact us and put forward their grievances directly to us. Our 
contact information is a mobile number that the workers can call or SMS. 
The mobile number is printed on business cards and we encourage the 
cards to be spread among the workers in the factory. 
DeadLine Date:  07/01/2008 
Supplier CAP: Factory has established the grievance system and will strictly perform it 
with records. 
Supplier CAP Date:  07/01/2008 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:   
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Miscellaneous: B. Illegal Subcontracting  
 MISC.1 Illegal Subcontracting 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: 1. Facility has not informed FLA or H&M Code of Conduct 
to its subcontractors. 2. Facility has no one overseeing the subcontractors 
to ensure that their contracts are implemented in compliance with FLA or 
H&M Code. 3. Factory does not sign contracts with subcontractors. 
Sources: Documentation review / Management interview Law: N/A Root 
cause: Factory expressed that they have worked with the subcontractors 
for a long time, therefore, they did not sign contracts with them. 
Plan Of Action: The supplier is required to inform H&M of all production units in which the 
processes of refining H&M products takes place , including its own 
production units as well as subcontractors' production units. In addition, 
the supplier is responsible for informing all production units about H&M's 
Code of Conduct requirements, as well as ensuring the implementation of 
the requirements. We also require our suppliers establish necessary 
routines and set up a sufficient organization to ensure Code of Conduct 
compliance in their own and in their subcontractors' production units. 
DeadLine Date:  11/23/2008 
Supplier CAP: We have given H&M code of conduct to the subcontractors. According to 
H&M COC,personnel department of the factory will push and check the 
subcontractors, and keep records, and then choose good subcontractors 
according to the records later. 
Supplier CAP Date:  11/23/2008 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:    
  
Health and Safety: J. Safety Equipment and First Aid Training  
 
H&S.10 All safety and medical equipment (such as fire fighting equipment, first aid kits, etc.) shall 
be available in sufficient numbers throughout the factory, maintained and stocked as prescribed 
and easily accessible to workers. A sufficient number of workers shall be trained in first aid and fire 
fighting techniques. (S) 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: Eye wash lotions and eye wash system are not available 
on site. Sources: Factory walkthrough Law: N/A Root cause: Factory used 
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to have an eye washer, but it was not functional. Now there is a pipe 
equipped in the workshop, therefore, the eye washer cannot be installed. 
However, factory manager expressed that there is a restroom available 
within 20 meters from the chemical area. 
Plan Of Action: For hazardous positions, workers should be provided with relevant personal 
protective equipments, along with education, both orally and in writing in 
their native language, on how to use them. Furthermore, H&M requires the 
factory have proper first aid equipments depending on specific work 
processes, which should be easily available on floors. 
DeadLine Date:  11/30/2008 
Supplier CAP: We have bought the eye wash system, and will complete installation before 
Nov 30th, 2008. 
Supplier CAP Date:  11/30/2008 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:    
  
Health and Safety: R. Machinery Maintenance and Worker Training  
 
H&S.18 All production machinery, equipment and tools shall be regularly maintained and properly 
guarded. Workers shall receive training in the proper use and safe operation of machinery, 
equipment and tools they use. Employers shall ensure safety instructions are either 
displayed/posted near all machinery or are readily accessible to the workers. (S)  
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: 3 sewing machines are missing pulley guards. Sources: 
Factory walkthrough Law: Art. 29 of Safe Production Law: The design, 
making, installment, usage, checking, maintenance, upgrading and 
discarding of equipment should comply with national or professional 
standards. The facility should be responsible for regular maintenance and 
checking of equipments to ensure their normal function. Root cause: None 
Plan Of Action: H&M requires the factory to equip and maintain all hazardous machines 
with proper safety devices in accordance with local law and our code of 
conduct. The workers should be provided with relevant PPE depending on 
work process, along with education, both verbally and in writing in their 
native language, on how to use the PPE and other safety equipment 
related to their work. 
DeadLine Date:  12/30/2008 
Supplier CAP: We have contacted with the supplier, but they said they have not the same 
pulley guards. We'll continue to contacting other factories. 
Supplier CAP Date:  12/30/2008 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
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Action Verified Text:  
Action Verified Date:  
Comments:    
  
Health and Safety: T. Bodily Strain  
 
H&S.20 Workstations, including seating and standing arrangements and reach required to obtain 
tools, shall be designed and set-up in such a manner as to minimize bodily strains. Employers shall 
train workers in proper lifting techniques and items such as belts shall be provided. (S)  
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: Factory has no ergonomic programs in place. Factory 
should provide ergonomic chairs, floor mats and training on healthier 
practices such as positions, movements, etc. Sources: Factory walkthrough 
/ Documentation review Law: N/A Root cause: None 
Plan Of Action: H&M is working with the factory to develop policies and systems to ensure 
health and safety is always in line with local law and our Code of Conduct 
and make sure that these are communicated to all workers in the factory. 
Factory management should ensure that the working environment is 
healthy and safe. 
DeadLine Date:  04/30/2009 
Supplier CAP: We are following the requirement of HM Code of Conduct and local 
legislation to maintain a healthy and safe working environment in the 
factory. We will try to set up a system for sustainable maintenance of this 
issue. 
Supplier CAP Date:  04/30/2009 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:    
  
Hours of Work: B. Rest Day  
 
HOW.2 Workers shall be entitled to at least one day off in every seven-day period. If workers must 
work on a rest day, an alternative day off must be provided within that same seven-day period or 
immediately following the seven-day period. (P) 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: Workers are not given at least one day off in every seven-
day period. In August, moulding and packing wokers worked 7 consecutive 
days. In September, cutting, moulding and packing workers worked 9 
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consecutive days; 95% sewing workers worked 9 consecutive days; 5% 
sewing workers worked 16 consecutive days. Sources: Worker interview / 
Documentation review / Management interview Law: Art. 38 of PRC Labor 
Law: Employer shall guarantee that its laborers have at least one day off 
per week. Reply to Questions on Working Hours, Art.9: a) The employer 
shall negotiate with the Union and the employees on how to implement the 
system of comprehensive calculated working hours; b) taking manual work 
regulated as the third level or higher level, laborers shall not work 
consecutively exceeding 11 hours a day, and at least have a day off a 
week. Root cause: Last year, the factory received many orders, therefore, 
the working hours were excessive. Overtime is inevitable for the labor 
intensive industry. Factories cannot make the delivery date without 
overtime. 
Plan Of Action: H&M is first and foremost interested in being shown the true situation in 
the factory and require the factories to always provide the correct 
attendance records and salary lists. Providing incomplete or fake 
documents is a violation of our basic requirements of transparency. Only 
after knowing the real overtime are we able engage in dialogue with the 
factory to establish a system to reduce the overtime in a sustainable 
manner. The long-term aim is to through improved production planning 
and efficiency steadily reduce the overtime hours in order to meet the legal 
limit of overtime hours per month. In the short term, we require the 
factory to ensure that workers may have one day off per week and reduce 
the number of overtime hours in the weekdays. 
DeadLine Date:  12/31/2010 
Supplier CAP: We are trying to control OT hours within legal limit by the following 
measures: 1,We'll increase and reform available equipments to improve 
the production efficiency; 2 We'll recruit more workers to reduce overtime 
in peak season. 3. We will try to get more orders in low season to adjust 
the production for all year, so that there will be no difference in peak 
season and low season. 4. We'll rationalize the production arrangement, 
and reduce the overtime by proper arrangement. 
Supplier CAP Date:  12/31/2010 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:    
  
Hours of Work: J. Overtime/Calculation Over Period Longer Than One 
Week  
 
HOW.10. Employers are allowed to calculate normal hours of work as an average over a period of 
longer than one week where local laws, regulations and procedures provide for such a possibility 
but only when all formal and procedural requirements attached to such calculation (for instance, 
obtaining official permission from the relevant authorities or limits to the period during which such 
calculations can be made) are met. The basis for such calculation shall, however, remain at all 
times the lesser of 48 hours per week or legal limits on hours of work in the country of 
manufacture or, where such legal limits do not exist, the regular work week in such country. (S) 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
ALGI 1 (out of 5) 
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External 
Monitoring  
Explanation: Noncompliance: Weekly working hours exceeded 60 hours. In August, the 
maximum hours worked by sewing workers was 71 hours in seven-day's 
work; moulding and packing workers worked 66.5 to 68.5 hours in seven 
day's period. In September, the maximum hours worked by sewing 
workers was 72 hours in seven-day's work; moulding and packing workers 
worked a maximum of 70 hours in seven-day's work.  Sources: 
Documentation review / Management interview Law: Reply to the 
Questions on Working Hours, Art.5: Providing that the system of 
comprehensively calculated working hours is executed, in the period of 
comprehensively calculated working hours, the actual working hours could 
exceed 8 hours (or 40 hours) on a specific day (or week). But the total 
actual working hours shall be no more than total normal working hours 
regulated by law. The excess part shall be regarded as overtime and paid 
according to Art.44.1 of PRC Labor Law. If the employee is asked to work 
on legal holidays, the overtime payment should be paid as regulated by 
Art.44.3 of PRC Labor Law. Besides, the average hours of overtime each 
month shall be no more than 36 hours. Art. 41 of PRC Labor Law (Chapter 
4 Working Hours, Rest Days and Holidays): Employees should not be 
allowed to work more than 3 overtime hours per day and 36 overtime 
hours per month. Root cause: Last year, the factory received many orders, 
therefore, the working hours were excessive. Overtime is inevitable for the 
labor intensive industry. Factories cannot make the delivery date without 
overtime. 
Plan Of Action: H&M is first and foremost interested in being shown the true situation in 
the factory and require the factories to always provide the correct 
attendance records and salary lists. Providing incomplete or fake 
documents is a violation of our basic requirements of transparency. Only 
after knowing the real overtime are we able engage in dialogue with the 
factory to establish a system to reduce the overtime in a sustainable 
manner. The long-term aim is to through improved production planning 
and efficiency steadily reduce the overtime hours in order to meet the legal 
limit of overtime hours per month. In the short term, we require the 
factory to ensure that workers may have one day off per week and reduce 
the number of overtime hours in the weekdays. 
DeadLine Date:  12/31/2010 
Supplier CAP: We are trying to control OT hours within legal limit by the following 
measures: 1,We'll increase and reform available equipments to improve 
the production efficiency; 2 We'll recruit more workers to reduce overtime 
in peak season. 3. We will try to get more orders in low season to adjust 
the production for all year, so that there will be no difference in peak 
season and low season. 4. We'll rationalize the production arrangement, 
and reduce the overtime by proper arrangement. 
Supplier CAP Date:  12/31/2010 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:  
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Hours of Work: M. Public Holidays  
 
HOW.13 Employers shall provide workers with all official public holidays as required under local 
laws, regulations and procedures. (S) 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: Wage for piece rate worker's legal holiday is calculated on 
minimum wage rather than average piece rate wage. Sources: 
Documentation review / Management interview Law: National Annual 
Leaves and Memorial Days:1) Having a one-day holiday on New Year 
(January 1)?(2) Having a three-day holiday on Spring Festival (the lunar 
New Year's Eve, the first two days of lunar Jan.) (3) Having a one-day 
holiday on Tomb-Sweeping Day ( the lunar Tomb-Sweeping Day) (4) 
Having a one-day Holiday on Labor Day (May 1) (5) Having a one-day 
holiday on Dragon-boat Festival ( the lunar Dragon Boat Festival) (6) 
Having a one-day holiday on Mid-Autumn Festival ( the lunar Mid-Autumn 
Festival) (7) Having a three-day holiday on National Day ( October 1, 2, 3) 
Art. 6 of Measures on Having a holiday for National Annual Leaves and 
Memorial Days: Where the vacations having a holiday for all citizens 
happen to be on Saturday or Sunday, they shall have additional holiday 
with working days. Root cause: overtime payment problem cannot be 
corrected in a short time. Overtime is inevitable for the labor intensive 
industry. Factories cannot make the delivery date without overtime. If the 
factory pays overtime compensation strictly according to PRC labor law, it 
is hard for factory to survive. In nowadays circumstances, other factories 
pay overtime compensation illegally. If ***Factory Name*** were the only 
factory to pay overtime correctly, its cost would increase and then 
***Factory Name*** would lose its competitive power and go bankrupt in 
the end. Also factory manager expressed that it is not fair to those efficient 
workers if some workers are paid the minimum wage while they cannot 
make the correspondent quota. 
Plan Of Action: H&M requires factories pay workers all leaves that they are entitled to 
according to the law. 
DeadLine Date:  01/26/2009 
Supplier CAP: We have decided that wage for piece-rate workers' legal holiday will be 
calculated based on average piece rate wage from 2009 (Chinese 
calendar). 
Supplier CAP Date:  01/26/2009 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:   
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Hours of Work: N. Annual Leave  
 
HOW.14 Employers shall provide workers with paid annual leave as required under local laws, 
regulations and procedures. (S) 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance: None of the production workers are provided with paid 
annual leave. Sources: Worker interview / Management interview / 
Documentation review Law: Art 3 of Announcement of the State Council on 
the Regulations of Paid Annual Leave of Employees: Where an employee 
has served one full year but less than 10 years accumulatively, he is 
entitled to five days of annual leave. If he has served 10 full years but less 
than 20 years, annual leave is 10 days. If he has served for 20 full years, 
annual leave is 20 days. Root cause: Factory manager thinks that overtime 
payment problem cannot be corrected in a short time. Overtime is 
inevitable for the labor intensive industry. Factories cannot make the 
delivery date without overtime. If the factory pays overtime compensation 
strictly according to PRC labor law, it is hard for factory to survive. In 
nowadays circumstances, other factories pay overtime compensation 
illegally. If ***Factory Name*** were the only factory to pay overtime 
correctly, its cost would increase and then ***Factory Name*** would lose 
its competitive power and go bankrupt in the end. Also factory manager 
expressed that it is not fair to those efficient workers if some workers are 
paid the minimum wage while they cannot make the correspondent quota. 
Plan Of Action: H&M requires the factory to offer paid annual leave to workers as per law. 
Workers should be entitled to apply for annual leave at any time during the 
year upon their own request. 
DeadLine Date:  07/15/2009 
Supplier CAP: According to its staffs rules set up as per laws, the workers who stays for 
over 1 years shall have 5-day paid annual leave. Since no worker has been 
serving in the factory up to 1 year, no such leave is granted. Yet factory 
would paid it according to the rule as long as a worker fulfills the service-
year requirement. 
Supplier CAP Date:  07/15/2009 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:   
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Hours of Work: S. Sick Leave  
 
HOW.19 Employers shall provide workers with sick leave as required under local laws, regulations 
and procedures. (S) 
 
Audit Date Audit Type  Audit Scope Auditor Score 
10/09/2008 External 
FLA 
Independent 
External 
Monitoring 
ALGI 1 (out of 5) 
 
Explanation: Noncompliance:None of the production workers are provided with paid sick 
leave. Sources: Documentation review / Management interview Law: Root 
cause: Migrant workers do not go to licensed hospital when they are sick, 
therefore, they cannot present medical records. 
Plan Of Action: H&M requires the factory establish internal regulations in line with our 
Code of Conduct and local legislation, and clearly inform all workers of 
their legal rights. H&M also require the factory pay workers all leaves that 
they are entitled to according to the law. 
DeadLine Date:  11/15/2008 
Supplier CAP: We'll pay sick leave for workers who can provide doctor's certificate for sick 
leave. We'll improve our sick leave management system, and promote the 
health for workers. We'll try our best to encourage the workers to ask for 
leave and provide doctor's certificate when they're sick. 
Supplier CAP Date:  11/15/2008 
Action Taken:  
Plan Complete:  
Plan Complete Date:   
Action Verified:   
Action Verified Text:  
Action Verified Date:  
Comments:    
   
 
